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NATIONAL ASSEMBLY 
OFFICIAL REPORT 
Tuesday, 17th June, 2008 

The House met at 2.30 p.m. 

[Mr. Speaker in the Chair] 

PRAYERS 

ADMINISTRATION OF OATH 

The Oath of Allegiance was administered to the following Members: - 

Dr. Khasilwa Wilber Ottichilo 

Mr. Konchella Gideon Sitalu 

Mr. Langat Benjamin Kipkirui 

Mr. Mohammed Hussein Gabbow 

Mr. Waititu Ferdinand Ndung'u 

COMMUNICATIONS FROM THE CHAIR 

Trial-Runs of Live Radio Broadcast 
of House Proceedings by KBC 

Mr. Speaker: Hon. Members, I have two matters on which to communicate to you. 

First, hon. Members, as you are aware, the National Assembly is in the process of putting in 
place live coverage of the proceedings of the House. Indeed, a technical committee was formed and 
has prepared the technical requirements and the rules and regulations to govern the live broadcast. 

The rules and regulations will soon be tabled before the House for consideration and 
adoption. Preparations for the radio and television live coverage are at an advanced stage. Radio live 
coverage is expected to be in place by mid-August, 2008 and television coverage by February, 
2009. 

Hon. Members, pending the adoption of the rules and regulations that are expected to be laid 
before the House very soon, I am exercising the powers bestowed upon the Chair by Standing Order 
No. 1 to allow trial runs of live radio broadcast by the national broadcaster, the Kenya Broadcasting 
Corporation (KBC) from today, Tuesday, the 17th June, 2008 until we set up our own independent 
broadcast service. 



(Applause) 

Hon. Members will recall that the House has set precedents on live coverage both in the 
Ninth and Tenth Parliaments. Worthy of mention is the live coverage that was undertaken during 
the debate on the Constitution of Kenya (Amendment) Bill 2008, and the National Accord and 
Reconciliation Bill 2008 on Tuesday the 18th, March, 2008. 

You will no doubt recall that in my Inaugural Speech I undertook, on behalf of the House, to 
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ensure that our House live proceedings will be realized before the end of the year. Kenyans, 
throughout the country, are eagerly waiting for the moment. It is against this background that I have 
today decided to allow the trial-runs of radio live coverage of the proceedings of the House. 

In the light of the foregoing, I appeal to hon. Members to conduct themselves with decorum, 
and uphold the dignity of this House as they have always done since we want the Kenyan people to 
hear their leaders debate national issues. We want to take Parliament to our people, because it is 
their right to know what we debate and how we debate it. In the history of this country, hon. 
Members have never had a more opportune moment to demonstrate collective responsibility, and 
the dignity of this House to the people of Kenya, than today and henceforth. 

The Chair will strictly enforce the rules of debate to ensure that the interest of hon. Members 
in the House, and the public at large, are catered for. 

Thank you. 

Distinguished Members or Parliament 
from Zambia in the Speaker's Row 

Hon. Members, we are privileged this afternoon to have seven hon. Members from the 
Parliament of Zambia in the Speaker's Row. 



(Applause) 



They are:- 

( 1 ) Hon. Chifumu Banda, Leader of the Delegation; 

(2) Hon. Barnabas Chella; 

(3) Hon. Josphine Mumbi; 

(4) Hon. Chishimba Kambwili; 

(5) Hon. Hastings Imasiku; 

(6) Hon. Vitalis Mooya; 

(7) Hon. Moses Mwangala; and, 

(8) Mr. Stephen Kawimbe, Secretary of the Delegation. 

Hon. Members, the hon. Members from Zambia are Members of the Parliamentary 
Committee on Delegated Legislation, and are here on a study tour. Let me take this opportunity to, 
on your behalf and on my own behalf, welcome them to our country and wish them a happy, 
enjoyable and fruitful stay in Kenya. 

I thank you. 



(Applause) 

POINT OF ORDER 

Request to Allow Members to Read 
out Questions During Live Coverage of House Proceedings 

Dr. Khalwale: On a point of order, Mr. Speaker, Sir. As I thank you for allowing live 
coverage, may I seek the indulgence of the Chair to point out that it has been normal practice for 
Ministers to assume that once an hon. Member calls out the Question number then the Question has 
been read out. However, now that this is live, would it not be necessary that when an hon. Member 
stands up to ask a Question he actually reads it out? This would enable the listening public to know 
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exactly what Question the Minister is answering. 

(Applause) 

CONSIDERED RULING 

Members are at Liberty to Read out Questions During Live Broadcast 
of House Proceedings 

Mr. Speaker: Hon. Members, as long as you respect brevity, and brevity is like summary, 
the Chair will allow hon. Members to read out Questions for those who opt to do so. Those who opt 
not to do so, will also be at liberty not to read out the Question. However, remember that there will 
be no side shows! 



(Applause) 



Next Order! 



NOTICE OF MOTION 

Adoption of In-house Spraying 
to Eliminate Mosquitoes 

Dr. Eseli: Mr. Speaker, Sir, 1 beg to give notice of the following Motion:- 
THAT, aware that malaria is one of the leading causes of ill health and deaths in 
Kenya, leading to reduced productivity of our population; further aware that this 
costs the Government huge sums of money in terms of treatment costs; cognisant 
that the basic control of vector-borne diseases is by eliminating the vector, in this 
case the mosquito; acknowledging that mosquito nets have not adequately controlled 
malaria transmission, this House urges the Government to adopt a mandatory in- 
house spraying of all dwellings, homes and buildings in all malaria-endemic areas of 
Kenya with environmentally friendly residual insecticides on a quarterly basis in 
order to eliminate the mosquito vector more effectively. 

QUESTIONS BY PRIVATE NOTICE 

Contentious Privatization 
of Kenya Seed Company 

Dr. Eseli: Mr. Speaker, Sir, I beg to ask the Minister for Agriculture the following Question 
by Private Notice. 

(a) In view of the recent contentious privatization of the Kenya Seed Company, would the 
Minister explain the exact circumstances surrounding the exercise and confirm that the same was 
above board? 

(b) Could the Minister state the current shareholders, indicating the number of shares held 
by each of them? 

(c) Could the Minister table a list of all the employees of the company, indicating their 
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respective qualifications and home districts? 

(d) What measures is the Minister taking to safeguard the public interest in the company? 

The Minister for Agriculture (Mr. Samoei): Mr. Speaker, Sir, I beg to reply. 

(a) The purported privatization of Kenya Seed Company took place after the Board of 
Directors, on 3rd November, 1999, approved, among others, to float 4 million shares by private 
placement. That was done without the Government's approval. 

(b) 1 do hereby lay a list on the Table stating the current shareholders and the number of 
shares held by each. 

(c) I do, further, lay a list on the Table of all the employees of the company indicating their 
respective qualifications and home districts. 

(Mr. Samoei laid the documents 
on the Table ) 

(d) To safeguard public interest, my Ministry declared the floated shares illegal and, hence, 
null and void, and directed the company to refund all those who had bought the shares. That will 
ensure that the ownership of the company, technically, reverts back to the public as a State 
corporation. 



(Applause) 

Dr. Eseli: Mr. Speaker, Sir. I thank the Minister for Agriculture, for that clear answer. 
However, he said that he will take measures to ensure that the company reverts back to public 
ownership. What 1 would like to know is this: Apart from saying that the buyers of the shares that 
were sold irregularly will be refunded their money, has that money been refunded so far? If it was 
refunded, was it at the initial cost of the shares or the current price? 

Secondly, Mr. Speaker, Sir, on the issue of the list of employees of the company, it is 
interesting to note that while 60 per cent of the population of Trans Nzoia District is from the 
Bukusu community, only 5 per cent is employed by that company. Is the Minister doing anything to 
ensure that there is equal distribution of jobs to the locals in that company? That is because there is, 
definitely, unfair distribution! 

Lastly, Mr. Speaker, Sir, for the shareholders, the Minister has said that the company floated 
4 million shares. But from the list that you have given us, it is pretty obvious that one Mr. Turn, his 
associated companies like Soet Limited and his sons and daughters, own more than 4,189,000 
shares. So, of the 4 million shares that were irregularly allocated, how many of those shares went to 
that family, with the patriarch being Mr. Turn? How many of them went to other people? It looks 
like there are more than 4 million shares that were irregularly given out there! So, either the list is 
erroneous or there is something else. So, could the Minister confirm that, that, indeed, is the 
position? 

Thank you, Mr. Speaker, Sir. 

Mr. Samoei: Mr. Speaker. Sir, the hon. Member has asked several questions, but I would 
like to put this matter into context. The reason why we declared the 4 million shares illegal and their 
floatation null and void is premised on three aspects. 

One, that the purported privatization was based on a wrong premise; that Kenya Seed 
Company had been exempted from the provisions of the State Corporations Act. That had not been 
done because the former President was misled into signing the wrong Gazette Notice. 

Two, the shares that were floated were given to particular individuals, contrary to the 
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Articles of Association of Kenya Seed Company, which required that any share that will be given 
out, will be given out, first, to the shareholders that were already on board and then, secondly, to all 
members of the public equally. But that exercise was done in a reverse manner. The allottees were 
identified before the allocation of the shares. That made it irregular. 

Lastly, Mr. Speaker, Sir, the Articles of Association of Kenya Seed Company had pre- 
emptive provisions for the Agricultural Development Corporation (ADC) on behalf of the 
Government. That meant that the first port of call whenever you wanted to sell shares would have 
been first to Government, and not to the individuals who eventually benefited from the sale of those 
shares. 

Mr. Speaker, Sir, to answer the last question by the hon. Member, as a Government, we 
have taken the initiative. I will be getting a report in the next two weeks from 
PriceWaterHouseCoopers on the legitimacy of even floating the shares in the very first place! 
Forget about the allocations and whether that was within the law. Once I have that report. I am 
confident and sure that we will be able to secure Government interest in the Kenya Seed Company. 
In any case, a report that was done in 1998 indicated that Kenya Seed Company is among the 
companies in which the Government had made a deliberate effort or decision to retain a majority 
shareholding because it was a company that was giving service to farmers. Therefore, the 
Government could not allow such a company to be in private hands. 

Mr. Speaker, Sir, let me talk about the list of employees. I think the basic criteria that any 
Government institution uses to employ the people is qualification. I do not think that being a 
Bukusu or coming from any other community is what is regarded as a qualification whenever you 
are employing people in Government enterprises. 

(Applause) 

In the spirit of equality, if you look through the list, you will see that 43 districts are 
represented in Kenya Seed Company. So. really, I think it would be unfair to pass judgement against 
the management of Kenya Seed Company; that it did not do its utmost to make sure that every 
Kenyan had a chance. 

Mr. Speaker, Sir, on the issue of shares, Mr. Turn is at liberty to acquire as many shares as 
he wants, so long as they are legal. I do not think there is any harm in anybody acquiring any shares, 
so long as he pays for them using lawful means. The shares that Mr. Turn, his company and family 
have acquired legally belong to them. The shares he acquired illegally were revoked by the 
Government. 

Mr. Wamalwa: Mr. Speaker, Sir, I wish to congratulate the Ministry for putting efforts to 
ensure that public interest is protected in the matter of Kenya Seed Company. There were several 
cases which were filed in that regard, both by the new Board of Kenya Seed Company that took 
over and ADC, challenging the legality of the sale of those shares. Could the Minister confirm to the 
House the status of those cases? 

Mr. Samoei: Indeed, Mr. Speaker. Sir, there were four cases that were filed. The first case 
was on criminal charges against Mr. Turn and his fellow Board members. But it was dismissed by 
the court on account that there was no criminal activity that was undertaken. The second case is 
where Mr. Turn went to court to challenge the action of the Minister of Agriculture for removing the 
Board members. It was also decided in favour of the Government. There are two cases which are 
outstanding— There are actually three cases. There is the appeal to the judicial review case 
mentioned by the fonner Managing Director and four others. The case by ADC, which is Nairobi 
High Court Case No.575 of 2004. It was filed by ADC against Kenya Seed Company and other 
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former members of the Board who participated in the irregular share allocation. In the case, ADC is 
requesting the court to nullify the share issue and restore their majority shareholding. The last cases 
that are still outstanding are Kitale High Court Case No. 126 of 2007 and Nairobi High Court Case 
No.560 of 2007, which were later consolidated. There are cases by the former Managing Director 
and other persons related to him, in one way or another, seeking to bar the holding of an Annual 
General Meeting by the Kenya Seed Company until the matter of shares is determined. But what is 
significant here is that Mr. Turn has actually approached the Office of the President with a request 
for an out-of-court settlement of these cases. We have advised him that we are only ready to talk to 
him on two premises: First, that the Government is going to maintain its majority shareholding and 
the institution is going to be run as a Government institution. Two, the shares that he bought 
illegally will be revoked — 

The Assistant Minister for Water and Irrigation (Mr. Kiunjuri): On a point of order, Mr. 
Speaker, Sir. According to the rules and procedures of the House, it is very clear that a Question 
must be precise. The answer given must also be precise. Unless it is a Ministerial Statement, a 
Question should have a limited timespan. I just want to seek your indulgence that this answer be 
brief because they are not meant to be a debate or a Ministerial Statement. 

Mr. Speaker: Thank you, Mr. Kiunjuri. Indeed, Mr. Minister, you should be precise in your 

answer. 

Mr. Samoei: Mr. Speaker, Sir, while I appreciate that particular concern. The issue of the 
Kenya Seed Company is very central to what is happening in Kenya at this point in time. It really 
impacts on whether we will have sufficient and quality seeds to deal with our food security situation 
in the country. I think this House will be doing justice, if we discuss this issue exhaustively. The 
Kenya Seed Company controls 75 per cent of all seeds that are used by farmers in our country. It is, 
therefore, of great importance that we deal with those issues. In any case, 1 have answered the 
Question. 

Mr. Speaker: I am afraid we do not have much time! Ask your last question. Dr. Eseli! 

Dr. Eseli: Mr. Speaker, Sir, I thank the Minister for the candid answer. However, he has left 
out one bit. Has the company refunded those shares? If it has, was it at the cost at which they were 
bought or at the current cost of those shares? 

Thank you. 

Mr. Samoei: Mr. Speaker, Sir, for the people who have not collected their refunds, the 
money was put into an account. It is the exact value they paid for the shares and not at the current 
value. It was the money everybody paid for the shares then. 

Mr. Speaker: Next Question, Mr. Wamalwa! 

Imposition Of Curfew On Kitale Town 

Mr. Wamalwa: Mr. Speaker, Sir, 1 beg to ask the Minister of State for Provincial 
Administration and Internal Security the following Question by Private Notice:- 

(a) Could the Minister confirm that a curfew was imposed on Kitale Town in March, 2008 
and remains in the force to date which has affected business in the town? 

(b) When will the curfew be lifted? 

The Assistant Minister, Ministry of State for Provincial Administration and Internal 
Security (Mr. Ojode): Mr. Speaker, Sir, I beg to reply. 

(a) Yes, I am aware that a curfew was imposed in Kitale Town in March, 2008. The 
Provincial Commissioner, Rift Valley Province, issued an order restricting movement at night in 
Trans Nzoia West District on 2nd March, 2008. 
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(b) I wish to lift this order with immediate effect. 

(Laughter) 

Mr. Wamwalwa: Mr. Speaker, Sir, I am very pleased with the Assistant Minister's answer. 
But is he aware that under Sections 8 and 9 of the Public Order Act, a curfew restriction order 
should be for a period not exceeding 28 days. If this curfew was imposed on the 2nd of March, 
2008, and it is being lifted in June, 2008, then it has lasted for over four months. It was, therefore, an 
illegality and has resulted in loss of business for many businessmen in Kitale. If so, is the 
Government going to compensate those businessmen? 

Mr. Ojodc: Mr. Speaker, Sir, what the hon. Member is saying is true. But sometimes the 
situation on the ground demands that we have to come to the rescue of the innocent Kenyans. The 
Member knows that this order was to facilitate security forces to flush out the Sabaot Land Defence 
Force members who were hiding within the District. They were trying to escape the security 
operation in Mt. Elgon District. 

In the process, we lost about 36 lives of innocent Kenyans in Mt. Elgon. That is why the 
duration was a bit longer. But all the same, we have withdrawn the order and I hope everything will 
be okay. 

Thank you. 

Mr. Farah: Mr. Speaker, Sir, whereas one will appreciate the measures the Government has 
taken to protect the lives of Kenyans, this country has laws. Could the Assistant Minister tell us who 
has the authority under the law to impose curfews and for what period? 

Mr. Ojode: Mr. Speaker, Sir, it is clearly stipulated in our Public Order Act, CAP.56, pages 
23 to 58. If the hon. Member wants to see this law, I can lay it on the Table so that he can peruse it. 

(Mr. C. Kilonzo stood up 
in his place) 

Mr. Speaker: Order! Order, hon. Member! Who was standing? 

(Mr. Ojode laid the document 
on the Table) 

Mr. C. Kilonzo: On a point of order, Mr. Speaker, Sir. While we appreciate that the 
Assistant has committed himself to entertain the House, but is he in order to avoid answering the 
question? The question is very simple: "Under what law was that curfew operating because the law 
to impose a curfew has a limited timespan of 28 days?" 

Mr. Ojode: Mr. Speaker, Sir, I would urge my colleagues to go through the Public Order 
Act in order to ask me supplementary questions. The law is very clear on that. 1 have said that the 
lives of innocent Kenyans comes first. I want to repeat; the lives of innocent Kenyans comes first! 

Dr. Khalwalc: Thank you, Mr. Speaker, Sir. The reason for this curfew was, among other 
things, the insecurity that arose as a result of the emergence of the Sabaot Land Defence Force and 
also the post-election violence. The problem of post-election violence was not limited to Kitale 
Town. It was also experienced in Nakuru, where a curfew was also imposed. Since the Government 
has indicated that they intend to help the IDPs with a paltry Kshs 10,000 to construct their houses, 
could the Assistant Minister tell us how much money they have set aside to compensate 
businessmen for the business that they lost? 
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Mr. Ojode: Mr. Speaker, Sir, that is a different Question altogether which should be 
addressed by the Ministry of State for Special Programmes. In any case, we were able to contain the 
situation in Nakuru immediately. I do not think we had a problem with that. However, if you want 
to know about the compensation bit, my colleague Ms. Shaban could address that. 

Mr. Farah: On a point of order, Mr. Speaker, Sir. The Assistant Minister is treating the 
House to theatrics. The Chair must be very categorical on this kind of practice. The Question that 
has consistently been asked is: "Under what law did you have the curfew extended to 28 days?" 
Cap.9, Section 53 of the laws of Kenya, states that you cannot have a curfew for over 28 days. The 
other question which was asked is: "Who has the authority to impose a curfew and under what 
circumstances?" 

Mr. Ojode: Mr. Speaker, Sir, let me share with my colleague one section here, Cap.56 of 
the Public Order Act, pages 23 to 58, Column 3. It says:- 

"A curfew order can be revoked or extended until rescinded by the same authority or 
by the Minister as hereafter." 

I take it that I am the "Minister" in this case! 



( Laughter ) 

Mr. Wamalwa: Mr. Speaker, Sir, 1 think the Assistant Minister has misled the House 
because, even though the Minister or the Police Commissioner can make the order, it has a limit. A 
Curfew cannot be indefinite in an independent country like this one. I had also asked the Assistant 
Minister, that if the limit to which a curfew can be valid in this country is 28 days, and we have had 
a curfew in Kitale Town for over four months which has adversely affected business, will the 
businessmen be compensated by the Government? The issue of compensation has not been 
addressed. 

Mr. Ojode: Mr. Speaker, Sir, I said that the compensation bit was not part of the Question. 
In any case, if he wants us to talk about compensation, let the hon. Member file another Question 
that can address the issue of compensation. As of now, we are talking about how we can withdraw 
the restriction order, which I have done. So, give me another Question regarding compensation and 
I will reply. 

Mr. Speaker: Order, hon. Members ! In view of the nature of business before the House this 
afternoon, the balance of Questions on the Order Paper are deferred until tomorrow morning. 

ORAL ANSWERS TO QUESTIONS 

Question No. 029 

Measures to Improve Food Security 
in Kenya 

( Question deferred) 

Question No. 041 

Planting of Eucalyptus Trees by Nyayo 
Tea Zones Corporation in Konoin 



( Question deferred) 
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Question No. 04 3 

Construction of Moita 
Technical Institute 

( Question deferred) 

Question No. 046 

Number of Privately-Owned Pieces 
of Land in Central Province 

( Question deferred) 

Question No. 060 

Construction of Suba District Headquarters 

( Question deferred) 

Question No. 067 

Harmonization of Salary Disparities 
in Disciplined Forces 

( Question deferred) 

Question No. 080 

Posting of Teachers to 
Kiptororo Secondary School 

( Question deferred) 

Question No. 092 

Shortage of Water in Matuu Town 

(Question deferred) 

Question No. 105 

Payment of Death Gratuity 
to Mr. Mwovi Nyamai 



( Question deferred) 
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POINTS OF ORDER 

Request por Statement on the State of the Aviation Industry in Kenya 

Mr. Chanzu: Thank you, Mr. Speaker, Sir. I wish to seek a Ministerial Statement from the 
Minister for Transport on the prevailing state of the aviation industry in this country which is now 
very unpredictable and worrying. 1 do this with special reference to the air traffic accidents which 
have occurred in the recent past. These are notably, the one that occurred on Tuesday 10th June, 
2008 in Enoosopukia area of Narok which resulted in the tragic demise of two hon. Members of this 
House with other two persons who were on the same flight. 

In the same Ministerial Statement, I would like the Minister to clarify, among other things, 
the following: The causes of these accidents and the measures being put in place to ensure that such 
accidents do not recur. Secondly, to assure this House that those charged with the responsibility of 
managing the industry are competent enough and fully committed to discharging the duties and 
responsibilities assigned to them. 

Finally, the Minister should assure this House and the country that the licensing of 
individuals or firms operating in the industry does not only take into account commercial and profit 
interest but the safety and welfare concerns of the users as well. 

The Assistant Minister for Transport (Mr. Mwau): Mr. Speaker, Sir, I have heard his 
concern. I will respond to it next week on Thursday. 

Mr. Speaker: It is so ordered! 

The Minister for Lands (Mr. Orengo): On a point of order, Mr. Speaker, Sir. I was 
wondering whether it is possible to have the Ministerial Statements during debate on the Budget 
Speech. Business must commence by 3.30 p.m and, as you can see, today we have only dealt with 
two Questions. 

I also have a Ministerial Statement pending which is rather long. In view of the time already 
spent, could you defer these Ministerial Statements to a time when they can be made properly? 

Mr. Speaker: Order, hon. Members! Our established practice is that we do not suspend 
Ministerial Statements because we have a Supply Day or Budgetary matters to deliberate. 

Therefore, the Ministerial Statements will still be in order to be brought on Thursday, 
provided that we all respect the rules of brevity so that we make optimum utilisation of the time that 
is available. 



Indiscipline Among Senior 
Officers At APTC 

Dr. Khalwale: Mr. Speaker, Sir. I rise to seek a Ministerial Statement from the Minister of 
State for Provincial Administration and Internal Security. This is in respect of senior staff 
establishment at the Administration Police Training College. The urgency of this Ministerial 
Statement is such that armed senior Administration Police officers at this college are now operating 
in total defiance of the chain of command in the force with the attendant risk. 

At stake for this lack of discipline is a case in hand where a senior officer was promoted 
from the rank of Senior Deputy Administration Police Commandant, level two, to level one. As a 
result of this promotion, this officer went ahead to change the insignia on his chest. When he did 
that, the poor officer was interdicted for that reason. 

The questions, which 1 bet the Minister will answer, are: Was the interdiction regular? Was 
the officer's behaviour irregular, amounting to insubordination or was that a deliberate attempt to 
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pre-empt this officer from succeeding the current Administration Police Commandant who is due to 
retire? What will be the fate of this officer? 

The Assistant Minister, Ministry of State for Provincial Administration and Internal 
Security (Mr. Lesrima): Mr. Speaker, Sir, I undertake to give a response to this matter on Thursday 
afternoon. 

Mr. Speaker: Thank you! Order, hon. Members! That is in order except that. Dr. Khalwale, 
please note and for the benefit of other hon. Members, when you ask for a Ministerial Statement, 
you ask the Minister to make clarifications on various aspects of the Ministerial Statement as you 
require. You should not ask the Minister questions because you have an opportunity to ask 
questions in a manner as is provided for under the Standing Orders. Just note that! 

Presence of US Marines in 
Garissa District 

Mr. Farah: Mr. Speaker, Sir, for about a year and a half now, since late 2006, there 
has been a contingent of the United States (US) marines in my constituency and the neighbouring 
constituencies of Dujis and Fafi, purportedly drilling boreholes. The contingent has been to a place 
called Shimbirey, Shanta Abaq. Alango-Arbaca, and currently, they are in a place called Raya. I 
seek clarification on this matter from the Minister for Foreign Affairs. 

Mr. Speaker, Sir, this contingent sometimes drills a borehole in one location for over a year 
without finding water. The communities in these places are worried because this contingent 
comprise of 80 to 100 US marines. There is also a separate Kenya Army contingent which is there. 
However, the Commanding Officer of the Kenya Army contingent is not allowed to see what is 
being done by this US marines contingent. 

Mr. Speaker, Sir, I wish to seek clarification from the Minister for Foreign Affairs on what 
these people are doing because my community is worried that they might be sinking toxic or nuclear 
waste into the ground. As a matter of urgency, the fear is there. The local communities cannot get 
nearby to see what those marines are doing or even discuss their activities with their leaders. Even 
the Government officers such as the Provincial Commissioner (PC), District Commissioner (DC) 
and District Officers (DOs) cannot be given access to see what is going on there. 

As a matter of urgency, could the Minister for Foreign Affairs give us clarification on what 
exactly the US marines are doing in the old Garissa District now? Could he actually confirm or deny 
that they are sinking nuclear waste in our land? That is a serious matter. 

The Minister for Foreign Affairs (Mr. Wetangula): Mr. Speaker, Sir, allow me to issue the 
Statement on Tuesday, next week. 

Mr. Speaker: Yes, that will be in order. Mr. Maalim, is Tuesday, next week okay with you? 

Mr. Farah: Yes, Mr. Speaker, Sir. 

Delay in Answering Question 
on Safaricom IPO 

Dr. Kones: On a point of order, Mr. Speaker, Sir. Last week, there was a Question on 
Safaricom Initial Public Offer (IPO) which was asked and the Minister had not given a satisfactory 
answer to it. He was supposed to report back with a more comprehensive statement. 

Mr. Speaker: Was the Question deferred? 

Dr. Kones: Yes, to today, Mr. Speaker, Sir. 

Mr. Speaker: Is the Minister for Finance here? Where is the answer to the Question on 
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Safaricom IPO which was deferred? 

The Minister for Justice, National Cohesion and Constitutional Affairs (Ms. Karua): 
Mr. Speaker, Sir, if you give us a day, I will communicate to the Minister and he will be here to 
answer. We ask the House to give us indulgence. 

Mr. Speaker: Can you be ready to answer on Thursday afternoon, this week? 

The Minister for Justice, National Cohesion and Constitutional Affairs (Ms. Karua): 
Mr. Speaker, Sir, may I plead that we answer it next week? 

Mr. Speaker: What about Tuesday, next week? 

The Minister for Justice, National Cohesion and Constitutional Affairs (Ms. Karua): 
That is okay, Mr. Speaker, Sir. 

Dr. Khalwalc: On a point of order, Mr. Speaker, Sir. Much as I do not wish to question the 
ruling of the Chair, but to push this Question to next week is to fail to be alive to the fact that the 
Safaricom shares are currently trading at Nairobi Stock Exchange (NSE). Will I be in order — 

Mr. Speaker: Order, Dr. Khalwale! Once the Chair rules, you do not revisit the matter in 
those circumstances! 



(Applause) 

Mr. Mbadi: On a point of information, Mr. Speaker, Sir. With all due respect to the Chair, 1 
remember I was the one who raised the issue. I had sought a Ministerial Statement on the Safaricom 
IPO and not through a Question as alleged by the hon. Member. I was promised an answer 
tomorrow afternoon. I do not know whether your ruling now overrides the earlier ruling you made. 

(Laughter) 

Mr. Speaker: Order, hon. Members! The Chair was misled by your colleague. Dr. Kones, 
that a Question had been deferred. Dr. Kones did not say that a Ministerial Statement was 
incomplete and deferred. But whatever it is, the ruling made by the Speaker applies. The Ministerial 
Statement will, therefore, come on Tuesday, next week. 

Next Order! 



PROCEDURAL MOTION 

Limitation of Debate on 
Annual Estimates 

The Minister for Justice, National Cohesion and Constitutional Affairs (Ms. Karua): 
Mr. Speaker, Sir, I beg to move the following Procedural Motion:- 

THAT, the following limitations shall be applied to the Business of the Annual 
Estimates:- 

(i) Each speech in the debate on the Financial Statement on the Annual Estimates 
shall be limited to ten minutes, excluding the Mover's speech and reply, which shall 
not be limited; and the Chairperson of the Departmental Committee on Finance, 
Planning and Trade who shall be limited to 30 minutes. 

(ii) On the Motion "That, Mr. Speaker do now leave the Chair" to enable Ministers 
to initiate debate on policy, the Mover shall be limited to a total of one hour; half an 
hour for moving and half an hour for replying to the debate; 30 minutes for the 
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Chairperson of the Departmental Committee on Finance, Planing and Trade; and 
that each other Member speaking shall be limited to ten minutes; provided that one 
hour before the Question of the Vote is put, the House shall go into Committee and 
the Chairman shall put every question necessary to dispose of the Vote. 

(iii) Each speech in Committee of Ways and Means and Committee of Supply shall 
be limited to ten minutes. 

This is to enable as many hon. Members as possible to contribute to this Motion. 

1 beg to move. 

The Minister for Tourism (Mr. Balala) seconded. 

( Question proposed) 

Dr. Khalwalc: On a point of order, Mr. Speaker, Sir. It has been the practice in this House 
that the Official Responder for this matter is the Leader of the Official Opposition. In view of the 
fact that the Minister is now asking the Chairman of the Departmental Committee on Finance, 
Planning and Trade, I have no problem with that. However, did the Deputy Leader of Government 
Business seek leave of the House, so as to allow her to move from the traditional way in which we 
have conducted business, or is it a deliberate move to pretend that we do not have an 
Opposition when, indeed, the Chair has already cleared the way for us to have a Grand Opposition 
in this country? 



(Applause) 

The Minister for Justice, National Cohesion and Constitutional Affairs (Ms. Kama); 
Mr. Speaker, Sir, it is quite obvious that the Motion is before this House for discussion. That is how 
you seek leave by Motion. Secondly, there is an Opposition, but no "Official Opposition.” 

Mr. Speaker: Order, hon. Members! That answer really suffices. It speaks for itself! 

( Applause ) 

( Question put and agreed to) 

COMMITTEE OF WAYS AND MEANS 

(Order for the Committee read) 

MOTION 

That Mr. Speaker do now 

LEAVE THE CHAIR 

(The Minister for Finance 
on 12 . 6 . 2008 ) 



(Resumption of Debate interrupted 
on 12 . 6 . 2008 ) 





1176 



PARLIAMENTARY DEBATES 



June 17, 2008 



(First Day of Budget Debate) 

The Assistant Minister for Information and Communications (Mr. Khaniri): On a point 
of order, Mr. Speaker, Sir. When you look at our Order Paper, the item that we are just getting to, 
that is. Committee of Ways and Means, was supposed to commence not later than 3.30 p.m. It is 
now 3.35 p.m. In order to keep to the traditions and the Standing Orders of this House, would I be 
in order to ask you to rule that the House will extend its Sitting by five minutes? 

Mr. Speaker: That is a valid concern and, in keeping with the traditions of the House, I 
order that the business of the House will continue until 6.35 p.m. today. 

The Minister for Justice, National Cohesion and Constitutional Affairs (Ms. Karua): 
Mr. Speaker, Sir, I rise in support of the Motion. I want to begin by saying that we are truly an 
amazing country in that we are holding out in spite of the very unfortunate turbulence that this 
country experienced in the first quarter of this year. From the Minister's Budget Speech, it was clear 
that we have held out quite well on the expectations on the tax that is levied on Kenyans. I want to 
commend the Minister for very innovative proposals, which have seen the increase in spending for 
infrastructure such as roads, energy, water, railways and ports, which are necessary to spur 
economic growth. 1 also note with appreciation that there was a substantial allocation to the newly- 
created Nairobi Metropolitan Development Ministry, which will be giving policy direction and co- 
ordination for the efforts to make Nairobi a modern capital that maintains the same standards as any 
city in the world, if not better. 

Mr. Speaker, Sir, it was very appropriate for the Minister to also make improved and special 
provision for the growth of information and communication technology (ICT), and also give policy 
directions for ensuring effective and efficient public service growth in order to ensure better service 
delivery to Kenyans by the Government. It is also worthy of note that the Minister did give policy 
direction on promoting science and technology, without which we cannot develop into a middle 
level income country. I note that the Minister made provision for industrial innovation, and 
allocated monies for pilot projects in industries like fish and leather processing in Kisumu, Homa 
Bay and Migori, and in mango processing in Malindi. Kcrio Valley and Murang'a. These are areas 
that are known for growing mangoes. He provided for mini-leather processing in Garissa. Pokot, 
Migori and Bungoma, honey processing in Eldama Ravine, Kajiado and Tande regions, cashewnuts 
and palm wine processing in Kwale and Malindi, fruit processing in Mcru, Tharaka, Nithi and 
Kendu Bay. I have read out those areas to show that the measures apply to various parts of the 
country, and will not only help improve the income of the citizens concerned but are also examples 
for other areas to come up with appropriate industries that can help spur economic growth, increase 
the levels of income and also create the much needed employment for our people. 

Mr. Speaker, Sir, I note with appreciation that the issue of youth unemployment was also 
covered, and that good allocations were made to this area. To improve our youth polytechnics, a 
sum of Kshs250 million was allocated. This will see institutions in every constituency supported. 
Further, there was an allocation for tuition in training institutions. Although the Government has 
been allocating money for bursary, mainly for secondary schools, we have all, as Members of 
Parliament, been hard-pressed to support tertiary institutions. This is a good beginning and the 
Minister must be commended. I urge all hon. Members to support these very innovative measures. 

It is time we stopped doubting ourselves and our ability to solve the problems that confront 
this nation. Instead of saying what else needs to be done, we should appreciate what we are able to 
achieve and suggest ways of achieving even more in other areas that the next Budget can move to. 1 
also note with appreciation the policy direction to have labour-intensive road construction to enable 
our youth get more employment opportunities. I recall that when I was in the Ministry of Water and 
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Irrigation, we were using the services of the National Youth Service (NYS) for the clearing of 
canals and also in building of dykes. I now note with appreciation that it is now a Government 
policy direction that we utilize not only the NYS but also our youth in labour-intensive projects. 
That is the way to go. We want to see an increase of this in activities such as reafforestation, and 
cleaning up our country and removing of all environmental waste that is currently submerging our 
cities and residential estates. 

I also want to congratulate the Minister for introducing eco-villages, where the youth can get 
vital information to enable them to carry on with their development activities. I must commend the 
Minister for zero-rating Value Added Tax (VAT) on bread and rice. Although citizens have not yet 
benefitted from these measures, we do look forward to seeing a commensurate price reduction by 
the retailers and wholesalers to enable the benefit to trickle down to the people. We do take it that 
the Minister is watching and taking all the necessary measures to ensure that, that is done. In the 
same breath, he reduced the duty on wheat from 35 per cent to 10 per cent. Again, we need to do all 
it takes - 1 know that the Minister is doing his part - to ensure that this translates to actual benefits to 
the consumers. 

Mr. Speaker, Sir, I also note with appreciation the policy direction of supporting farmers 
through farm inputs and seeds. We cannot be food sufficient without adequate support to the 
farmers. Again, I go to the issue of budgetary increase to water by 26 per cent, that is the provision 
for dams. Without dams, we will continue relying on rain-fed agriculture. No country has ever 
achieved food sufficiency by relying on rain-fed agriculture. We have to go the irrigation way. 
This is a step in the right direction, and we look forward to increased provisions in the years to 
come. 

I also note with appreciation allocations to the newly-created Ministry of North Eastern 
Province and other Arid and Semi-Arid Lands (ASALs). That is really the way to go for the 
Government; coming up with affirmative action measures of budgetary provisions to ensure that we 
issue — 

Mr. Ethuro: On a point of order, Mr. Speaker, Sir. I hate to interrupt the speech of my good 
friend; Deputy Leader of Government Business. But is it fair for her to refer to the newly created 
Ministry "as the Ministry of North Eastern Province?" Is it not the Ministry of Development of 
Northern Kenya and other Arid Lands? I feel that I am being completely discriminated against! 

The Minister for Justice, National Cohesion and Constitutional Affairs (Ms. Karua): 
Mr. Speaker, Sir, I will take it as a point of information and, with appreciation, proceed. I think we 
are thinking of the same things. We will get used to the new names of the new Ministries as we go 
along. 

Once again, may I say that it is worthy of note because it is an affirmative action aimed at 
redressing the inequalities in terms of provision of basic services and development disparities within 
our country. The measures will lead and accelerate national cohesion. 

Mr. Speaker, Sir, I also want to appreciate the taxation of constitutional office holders, who 
include Members of Parliament. It is time we started putting our money where our mouths are. We 
expect Kenyans to finance the spending of the Government and the operations of our country. We, 
too, are Kenyans and we must join others in that noble task. It is something that we should all 
support. I want to call upon all hon. Members to support the measures and policy statements 
proposed by the Minister for Finance to enable our country to move forward. 

With those many remarks, I beg to support. 

Mr. Okemo: Thank you very much, Mr. Speaker, Sir. I stand here to support the Budget 
Speech. But, in doing so, I have a number of observations that I would like to bring to the attention 
of the House. 
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Mr. Speaker, Sir, the Budget for 2008/2009 Financial Year is actually the first Budget of the 
Grand Coalition Government. It is supposed to implement the first harmonized Medium-Term Plan 
for Vision 2030. The theme of this Budget is: "Working Together to Build a Cohesive, Equitable 
and Prosperous Kenya. " That theme draws from the thrust of the Kenya Vision 2030, which serves 
as Kenya's new long-term plan for development. It is based on three pillars: namely, economic, 
social and political pillars. 

Mr. Speaker, Sir, in cognisance of the unique challenges that the country is facing, the 
Minister for Finance proposed four priority development areas for the 2008/2009 Budget. Those 
are:- 

1 . Restoring our economy to a higher broad-based long-term growth path, with expanded 
opportunities for all Kenyans. 

2. Creating employment opportunities for our youth for a more stable and cohesive society. 

3. Reducing poverty and inequality through accelerated regional development. 

4. Deepening our human development efforts for higher productivity and economic 
prosperity. 

Those four priority areas are in line with Vision 2030, for social and economic pillars. 
However, the priority areas appear to ignore the political pillar of Vision 2030 as well as the aspect 
of the agreed National Accord that was signed earlier in the year. Indeed, this Budget failed to 
mention the issue of land, constitutional review, reconciliation and all the other reforms that were 
explicitly mentioned in the National Accord. There is no specific or explicit mention made by the 
Minister for Finance of any budgetary allocation whatsoever to that very important aspect that is in 
the National Accord. Therefore, the Minister, when he is responding, needs to come out very clearly 
and indicate whether, indeed, the Government is still committed to constitutional review or not. If 
so, how are they going to finance that process which was promised to be delivered by the end of 
2008? 

Mr. Speaker, Sir, I will quickly go on to comment on the expenditure analysis that was 
contained in the Financial Statement by the Minister. The projections in the Budget show that the 
total Budget will be Kshs758.9 billion, which is the highest that Kenya has ever experienced since 
Independence. The most curious thing in this Budget is that, if it is approved, the public debt will be 
the largest percentage of the total net expenditure. That means that it will take away about 22 per 
cent of the total Budget. It will go to service public debt; that is, both domestic and external debt. 
That is the principal plus the interest. So, that is a very worrying trend. 

What is encouraging is, of course, the education sector, which is the next biggest spender. It 
is accounting for, perhaps, 17.5 per cent of the whole Budget. 

Mr. Speaker, Sir, we have said in the past that in order for us to witness any noticeable 
growth, the percentage of the Budget that goes to Development Expenditure must continue to rise 
progressively. That trend had been observed since 2003, except in this year’s Budget, where the 
Development Expenditure accounts for about 26 per cent of the total Budget, compared to about 30 
per cent in last year’s Budget. That is retrogressive. That actually contradicts the Minister's long- 
term objective to achieve a 10 percent growth rate by the year 2012. It is not going to be possible to 
do that, if the share of the total Budget that goes into Development Expenditure continues to 
decline. 

Mr. Speaker, Sir, I will quickly go on to mention something about the Consolidated Fund 
Services (CFS). That is a very important component of the Budget. Its importance lies in the fact 
that the first charge on the Consolidated Fund comes from that category. That means that out of the 
Kshs759 billion, the Consolidated Fund Services are going to take Kshsl75 billion. It is the first 
charge on the Consolidated Fund, meaning that, that is the first money that will come out of the 
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Consolidated Fund before anything else happens. So, the bigger that figure is, the less discretion the 
Minister for Finance will have to spend that money. The worry is that the figure has gone up from 
last year's Kshsl55 billion to this year's Kshsl75 billion. Now, the biggest component in those 
Consolidated Fund Services is public debt. Unfortunately, the public debt has gone up from 
Kshsl29 billion to Kshsl47 billion. A number of things could be happening and the Minister must 
come out clearly to explain. Either we have accelerated our debts repayment or the cost of 
borrowing has gone up - which means, therefore, that the debt servicing has gone higher - or it could 
be a combination of both! Is it that we have decided that in order to close the Budget gap, we must 
borrow more? If we do that, then it might also contradict one of the objectives of the Minister which 
is to contain inflation and to bring the cost of living to a manageable level. Therefore, this question 
of the public debt is very important. This is because being a first charge on the Consolidated Fund, it 
means, therefore, that the revenue will first of all be taken away to service the public debt. The other 
aspect of the Consolidated Fund services that will have a first charge, is the pensions and gratuity. 
This is also a bit worrying because if you look at the figures, the pensions figure for last year was 
about Kshs23.3 billion. The pensions figure as contained in the Minister's Budget proposal is 
Kshs26.1 billion. This has a number of policy implications. What this means, therefore, is that the 
Minister must begin to think in terms of a funded pension scheme which can stand on its own feet, 
rather than depending on all the contributions that are made 100 per cent by the Government. 

Mr. Speaker, Sir, I will talk a little bit on the question of revenue and look at how the 
Minister intends to raise his revenue. If you look at the table that is contained in his Financial 
Statement, you will find that the total expenditure which is Kshs759.8 billion is being financed 
mainly by revenue that is derived from local sources. The ordinary revenue which is basically 
revenue from tax is Kshs467.9 billion while Appropriations-in-Aid (A-in-A), both local and 
external are going to account for about Kshs92 billion. The rest, therefore, is money that has to be 
raised through borrowing domestically and externally. 

The A-in-A have declined in this year's proposal as compared to last year’s. This drop is an 
indicator that the fees that are being charged by services are declining either because of poor 
administrative mechanisms or simply because the base upon which the fees are levied is contracting 
because of the declining state of the economy. 

Mr. Speaker, Sir, on external financing, the majority of the external funding is in the form of 
multilateral funding arrangements which reflect the global trend everywhere in the world. The 
highest multilateral contribution comes from the International Development Agency (IDA), which 
is part of the World Bank. However, when it comes to bilateral aid, China is the leading bilateral 
donor with Kshs5 billion coming to the Exchequer. Another source of funding is privatisation. In 
the 2007/2008 Budget, the Minister proposed to raise Kshs36.1 billion as net privatization receipt. 
In this regard, the Minister proposed to float additional shares of KenGen. He also proposed to sell 
part of the Government shares in Safaricom, something we have just witnessed. He also proposed 
that he was going to dispose of some of the shares in the National Bank of Kenya that are owned by 
the NSSF and the Government itself. In the 2008/2009 Financial Year, we know that the Safaricom 
IPO generated about Kshs50 billion. This is actually Kshsl6 billion more than the Minister had 
projected or proposed in his last Budget. 

Mr. Speaker, Sir, in last year's Budget, the Minister included Kshs500 million as the cost of 
restructuring the National Bank of Kenya to prepare it for privatization. Now, I do not see any 
figures in the Budget this year to show how much the Minister intends to collect from the 
privatisation of the National Bank of Kenya, where Kshs500 million was spent last year. The same 
applies to KenGen. There is no indication and we would like the Minister to clarify the issue to the 
House. 
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The Minister has also come up with a very innovative scheme which is involving using 
sovereign bonds both international or foreign sovereign bonds and also long-term local bonds to 
finance infrastructure. The Kshs52 billion is supposed to be raised by this means. However, one 
thing that must be taken into account, particularly in dealing with sovereign bonds is that the 
political stability in the country can create serious problems. Today, we could be a very stable 
country, but tomorrow, if what happened after the elections happens again, then the premium of the 
bond will be so high that it will not be worth raising it as an alternative. So, the Minister should 
keep that in mind. 

Mr. Speaker Sir, I wish to comment slightly on some of the macro-economic issues which 
the Minister for Finance alluded to during his Speech. We are all aware that the rate of inflation has 
gone up astronomically since last year. Today as I stand here, we know that the rate of overall 
inflation is about 31 per cent. When you look at the measures the Minister has put in [Mr. Okenio] 
place to try and contain that, it is very clear that those measures might not achieve the intended 
objective. What is the source of this inflation? The major source of this inflation comes out of the 
cost of food and oil. 

We know that we are not producers of oil and we will continue to import oil. So long as 
prices of oil continue to go up, inflation from that source will be a problem to contain. The question 
of food prices has international dimensions, but it also has a local component which has to do with 
the disruption of peace and stability in this country that arose out of the post election disturbances. 
This is because the normal farming communities were disrupted and, therefore, they were not able 
to plant. They were not able to grow crops and, therefore, there was food shortage. The cost of 
inputs is another problem for example, fertilisers. These are things that are very difficult to control 
through local measures because they are external factors that are sometimes beyond the control of a 
country. 

Mr. Speaker, Sir, I want to quickly comment on the issue of macroeconomic stability. One 
of the ways proposed by the Minister is to allow sufficient credit expansion to finance increased 
private sector activities. However, given the current inflation levels, and the likelihood of global 
food prices remaining high throughout the calender year, the Minister will be in a very difficult 
position. I dare say, in terms of tackling inflation via increased interest rates in the immediate term, 
and expanding credit facilities for the private sector. When you are confronted with inflation and 
you want to tackle it, one of the measures to take is to adjust interest rates. If you adjust interest 
rates upwards, the cost of credit becomes high and expensive. Therefore, it will be very difficult to 
extend credit to the private sector with increased interest rates arising out of inflation. Therefore, 1 
see some policy contradictions. The Minister will have to tread very carefully to see whether he can 
really manage under that fiscal environment. He should see if he will be able to come up with 
measures that will achieve the intended purpose. 

Mr. Speaker, Sir, the other issue that I want to comment on is employment. We know that 
Kenya's population is slightly above 36 million. The labour force is about 20 per cent of that 
population. We know that the economy in the year 2007 generated new employment opportunities 
of about 475,000. Out of that 475,000, 430,000 was employment opportunities in the informal 
sector. So, we can see that the contribution of the formal sector is negligible. Therefore, in talking 
about creating employment and spurring economic growth, the Minister must lay a lot of emphasis 
on the informal sector. The fact that most of the new jobs are coming from the informal sector tells 
us something, that the formal sector must now be de-emphasised, and more emphasis must go to the 
informal sector, sometimes referred to as the Jua Kali sector. 

Mr. Speaker, Sir, going further, 1 want to make some brief comments on some of the 
measures that the Minister has proposed to put in place. These include some measures to deal with 
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the Capital Markets Authority (CMA) in its function as a regulator. While I correctly acknowledge 
that the Minister's concern about the financial impropriety by the stockbrokers points to the need to 
have very strong regulatory measures to be put in place by the CMA, I want to observe that these 
signals had come out much earlier. It was the failure of the CMA to act and not the failure of the 
regulatory system. Therefore, there is no need to begin creating new institutions and legislation 
when the whole emphasis should be on implementation, using the existing legal framework. I, 
therefore, say it is the failure of the CMA to act rather than the absence of the law. 

Mr. Speaker, Sir, I also wish to commend the Minister for the restructuring of the various 
financial institutions, including the Post Office Savings Bank (POSB), which they want to convert 
into a deposit-taking institution. I believe that, in good time, probably in a year or two, we should 
actually privatize the POSB. That would be a good a measure. 

Mr. Speaker, Sir, the Minister has also proposed to make certain amendments to the Central 
Bank of Kenya (CBK) Act to raise the minimum core capital from Kshs250 million to Kshsl billion 
in three years. I do not believe, even for a minute, that, that is a necessary measure. 

(Applause) 

We are trying to involve the locals in investments. We want locals to own banks and be 
shareholders in banks. We cannot do that by trying to raise the capital requirement, which cuts out 
the majority of Kenyans. Therefore, it is a question of how efficiently banks are managed, and not 
how much capital they have. In any case, I am told that most of the banks have already fulfilled this 
requirement. So, why do we want to kill something which is already dead? Why do we want to kill 
the small Kenyan who wants to invest in banking by bringing this draconian legislation? The House 
should not accept this proposed legislation! 

Hon. Members: Yes! 



(Applause) 

Mr. Okemo: Mr. Speaker, Sir, the fact of the matter is that the banking industry has only 43 
commercial banks. Out of these 43 commercial banks, the top ten control about 65 per cent of the 
market. What does that tell you? It means that we are moving towards what we call in economics — 

Hon. Members: Oligopoly! 

Mr. Okemo: It is not oligopoly! It is closer to monopoly. But what do we call these oil 
companies that — 

Hon. Members: Cartels! 

Mr. Okemo: We are moving towards a cartel of banks that want to control everything. 
They will set interest rates and all conditions that they wish and we have no option but to accept 
them, because wc have nowhere else to go. Therefore, it is my contention that the House should not 
accept to pass this proposed legislation. 

Mr. Speaker, Sir, I also wish to bring to the attention of this House the question of the 
energy costs. Kenya remains an importer of petroleum products. It is, therefore, vulnerable to high 
supply disruptions. It is also subject to fluctuations in the price of the product. Reliance on 
petroleum fuels, both for transportation and electricity generation, requires that the Minister for 
Finance should urge electricity generating companies to set tariffs which encourage energy 
conservation, rather than the measures that he has proposed here. The Minister has proposed that we 
set up a strategic reserve as a means of trying to regulate prices. That is, again, a misplaced policy 
step. The best way to go about it is for him to have tax incentives by reducing taxation on fuel. He 
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should also bring in incentives which are going to encourage people to import and use smaller cars 
that are energy efficient, rather than going through this route, where we are going to have storage 
and the fuel prices are very high. We are going to lie billions of shillings in storage facilities in 
Mombasa. That, in turn, will lead to higher prices. To me, this is a contradiction. If we are trying to 
bring down energy costs and inflation, we should put in place measures which actually make it 
possible for the ordinary mwananchi to afford fuel. 

Mr. Speaker, Sir, my understanding is that taxation on petroleum products is an ad valorem 
tax. An ad valorem tax is a percentage tax, which means, therefore, that as the pump price goes up, 
even if the percentage is fixed, the actual unit cost is going up. This means that this is directly 
affecting the ordinary mwananchi. What the Government needs to do is to probably think in terms 
of specific tax, for example so many shillings per litre, or reduce that percentage with the ultimate 
objective of bringing down the price of petroleum. If we bring down the price of petroleum, this is 
going to have a downside effect, which will help everybody because the costs of production, 
transportation and so on will go down, because petroleum is an input in the production of each and 
every commodity. 

Mr. Speaker, Sir, I wish to stop there and say that I support the Budget Speech. 

Thank you. 

The Minister for Tourism (Mr. Balala): Thank you, Mr. Speaker, Sir, for giving me this 
opportunity. I rise here to support my colleague, the Minister for Finance, for a wonderful Budget 
that he presented to the nation. 

When I was campaigning in 2007, we had dreams and we came up with manifestos. Every 
party presented its case professionally and the people decided what they wanted. I am glad that after 
the lessons that we have learnt, we have come together as a nation and taken all the good things that 
can be achievable. We can do it! I am impressed to see that most of my dreams in my manifesto 
have been adopted by the Minister for Finance as a coalition dream for the nation. 

It is very interesting to see that every year, the Minister for Finance comes here to present a 
Budget to the nation. But we are in the modern age and world. It is, therefore, imperative to see that 
we are not using the Budget as a secret weapon. I think it is high time that we conducted ourselves 
as a modem nation and in a predictable manner. We will be able to advise our traders and the 
private sector. We should not be giving surprises to the private sector or the people of Kenya. We 
should give them a prediction of what wc are going to do as a nation. It will be appropriate in the 
coming years to have a Budget that has plans for the future rather than surprising the public. We 
have to be friendlier to the private sector. 

For instance, if you want to import maize or rice from overseas, you should not be slammed 
with a new tax when the Budget is read. Let it be planned and predictable. We should know what is 
coming in this economy. 

Mr. Speaker, Sir, I congratulate my colleague, the Minister for Finance, for the reduction of 
tax on wheat. It has now been reduced from 35 per cent to 10 per cent. 1 think it should even be 
abolished because it will help reduce the cost of bread and wheat flour for our people. We know that 
the country and the world is going through turbulence in terms of food security and the cost of food. 
I believe that with such measures in place, the Minister can ensure that the citizens of this country 
benefit from those tax reductions. 

It is also important to note that we have allowed the importation of three million bags of 
maize from overseas. As much as the House has not discussed the Genetically Modified Organisms 
(GMOs) Bill, it is important to understand that this country also imports GMOs. Nestle is a good 
example. There are other multi-national corporations that deal with food and bring GMOs. I believe 
that with such measures, we will be able to address the food shortage and give incentives to our 
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farmers to grow more food for our nation. 

I am impressed to see a lot of investments in infrastructure. We need to change the mentality 
of infrastructure when we talk about roads. I can see that when we talk about roads in Nairobi or 
Mombasa, they are referred to as urban roads. However, when we construct them, the specification 
is for rural roads. There is no drainage, pavements or lighting! So, you wonder: Are we just 
constructing roads where cars just pass by or we are constructing roads that can last for a 
long time? I believe that the Constituency Roads Fund (CRF) monies should be channelled through 
the Constituencies Development Fund (CDF) committees so that we can monitor them properly. 

(Applause) 

At the moment, the CRF goes through the DRCs and it is single-handedly monitored by the 
engineers in the districts. Therefore, a Member of Parliament or any committee member cannot 
monitor how those funds are used. That is why we get a constituency allocated a lot of money every 
year but we do not see the impact of that fund. Therefore. I propose that the Minister for Roads 
should bring an amendment so that we can channel that money through the CDF committee. 

Mr. Speaker, Sir, finally, I am also happy to hear the issue of developing the Port of 
Mombasa. The Port of Mombasa should be prioritised and made a free port. It needs to be done 
now. Competition is around us. We have Djibouti, Tanga. Dar-es-Salaam and Durban! But here, we 
are still contemplating on what we want to do with the Port of Mombasa. The Port of Mombasa has 
become a place to just put people there to manage it and after their term, they leave and become 
millionaires! The country and the people in the region are not benefiting. It is just another way of 
siphoning resources from the Port. We should separate the two entities. The Port of Mombasa 
should remain as the Port of Mombasa and, maybe, we should look for an international company to 
manage it properly so that we can earn money for this country. The other part is the free Port of 
Mombasa. We have 3,000 acres of land behind the Port of Mombasa. I know that. We should create 
a Free Port Authority that will manage it. It should also have strategic partners to manage that 
institution. 



(Applause) 

Mr. Speaker, Sir, regarding the change of Chief Executive Officers (CEOs), as we speak 
today, people and businessmen are lobbying very hard to remove the current CEO and replace him 
with their stooges because they want to steal from the Port of Mombasa. It is high time we managed 
the Port of Mombasa as a professional entity and not just as a parastatal. We have already had such 
partnerships like the one between KLM and Kenya Airways. It is succeeding and Kenyans are 
running that institution. Why can we not do it in the Port of Mombasa? 

Mr. Speaker, Sir, it is important that we invest in public transport. The cost of ferrying a 
container from Mombasa to Uganda is more than the price of ferrying one from China to Mombasa. 
The delay and inefficiency at the Port of Mombasa is the strangling element on the economy of 
Uganda and the rest of Sub-Saharan Africa. It is important for us to invest in the railway and public 
transport so that we reduce the emission of dangerous gases to the environment and the cost of fuel. 
But here, we have not addressed the issue of public transport by having underground trains or even 
electric trains. I can tell you that in Europe, they have all those underground trains but they are 
subsidised because it helps the public to survive in their daily lives. It is very important for us to 
have new ideas and think outside the box to run our economy. 

The other thing that 1 want to rush through quickly is the issue of the Nairobi Metropolis. I 
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congratulate the Government for making that a priority. I believe we can do the same for the 
Mombasa City. If we are planning to have more investments in Mombasa as a Port so that we can 
attract more visitors, we should also plan for a Mombasa Metropolis instead of creating too many 
districts. Today, we have Kilindini and Mombasa districts. We should merge them together and 
have a metropolis, extend the boundaries from Mombasa to Mariakani, Mombasa to Tiwi and 
Mombasa to Kijipwe. We can expand the City of Mombasa and have land for industrialisation. That 
way, we can handle the capacity that is going to increase with the Port of Mombasa. 

It is important that, as we attract visitors to this country — We have gone to Europe and 
America and forgotten our African brothers and sisters. In West Africa here, we have many people 
going to Dubai to do business. But we do not allow them to come to Kenya and do business. They 
transit through Nairobi from Lagos to Dubai. At the airport in Dubai, they get an immediate Visa on 
the spot after paying a certain amount of money - US$50. Here in Nairobi, we detain them at the 
airport. Why can we not allow our West African brothers and sisters on transit to come to Nairobi 
and bring business to this country as well? We should put in place a policy that will allow people on 
transit to acquire visas at the airports, so that we collect more money than we are currently doing. 
Right now, we are being selecUve on issuance of visas, without any justification in today's global 
world. 

Mr. Speaker, Sir, I want us to think out of the box and increase the number of tourists 
coming into our country. Let us reduce the cost of acquiring visas, so that we increase the number of 
tourists coming to our country. We can have people applying for entry visas through our embassies 
or at our ports of entry. Once the number of tourists visiting our country increases, our economy 
will grow. 

With those remarks, I beg to support. 

Mr. Lessonet: Thank you, Mr. Speaker, Sir, for giving me this opportunity to contribute on 
the Budget Speech. In all respects, the Budget met my expectations as the Member of Parliament for 
Eldama Ravine Constituency. I was very happy about the Kshs4 billion the Minister for Finance 
allocated towards labour-based road construction in this country. 

As I stand here, I represent a community which is rural-based. Their ideas on how we can 
reduce poverty centres a lot on what is not in the Budget. Our main areas of interest in Eldama 
Ravine Constituency are basically four; namely, education, water, roads and electricity. The Budget 
as presented to this House by the Minister has not, in any way, reduced the amount of time taken by 
my people to search for water. In some areas, they wake up early in the morning and proceed to 
fetch water, but by 4.00 p.m„ they will not have returned home. 

An hon. Member: Pole sana! 

Mr. Lessonet: Mr. Speaker, Sir, looking at the amount of money allocated to the provision 
of water in my constituency, it is not enough. By the end of this financial year, my people will 
continue suffering. Most of the funds in this Budget have been allocated to areas which, in my view, 
are not a priority. When you look at a Budget Item like "Purchase of Furniture" cutting across the 
"60 Ministries” — I thought we had only 42 Ministries, but looking at the Budget, I realised we have 
"60 Ministries." If you look at the cost we are incurring on purchase of furniture, you will realise 
that it is the amount of money we need for provision of water for almost every home in this country. 
I want to believe that some of the Items I have mentioned in this Budget, including Item on 
Purchase of Furniture, are not a priority. I believe in the next two financial years, we do not need 
them. They are not priority expenditures. 

Mr. Speaker, Sir, during the electioneering period, I campaigned based on the Manifesto of 
my party. ODM. Now that we have a Grand Coalition Government, I expected the aspirations of the 
ODM to be reflected in the Budget. In the ODM, we were talking of doubling or even tripling the 
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amount of devolved funds through the Constituencies Development Fund (CDF), so that we ease 
the burden from our people of having to walk long distances to fetch water and also make our roads 
motorable. I have seen the amount of money that the Minister has allocated for the devolving fund. 
He only succeeded to maintain it at the same level of KshslO.l billion. This is the same amount 
which was allocated to the CDF in the previous financial year, which is now coming to an end. We 
are aware that the law allows the Minister to allocate 2.5 per cent of our revenue to the CDF kitty. 
The ordinary revenue, as per the current Financial Estimates, is Kshs467 billion. Even if the 
Minister were to set aside the minimum of 2.5 per cent, he should have allocated to the CDF not less 
than Kshsll.6 billion. But he maintained the figure at KshslO.l billion, of course, contrary to the 
provision of law. I hope he will have time to rectify this anomaly. 

Mr. Speaker, Sir, I expected to see more funds than the Kshs280 million allocated for 
construction of classrooms in secondary schools. I want to take this opportunity to suggest to the 
Minister that the Kshs280 million should form part of the devolved funds. Let it be managed under 
the umbrella of the CDF. I want to also call upon the Minister to make sure that the Kshs4 billion 
allocated for labour-based construction of roads is also managed under the umbrella of the CDF. We 
know that if these funds are channelled through the relevant Ministries, at the end of the financial 
year, they will form part of the unutilized funds that will be surrendered back to the Treasury. 

[Mr. Speaker left the Cltairj 

l The Temporary Deputy Speaker 
(Prof. Kamar) took the Chair] 

We have a very huge population of youths out there, who are unemployed. The Budget, in 
my view, might have been elitist in terms of looking at the white collar jobs. The number of 
Kenyans we generate from our universities, colleges and secondary schools is so high. We know 
that not all of them can be absorbed into white collar jobs. 1 expected the Minister to, at least, 
allocate funds which may allow them to access cheap credit, so that they may be able to buy their 
own motorcycles, set up their own small chicken farms and start farming. However, we have 
realised that, in this Budget, other than the Kshs4 billion that have been set aside for labour-based 
construction of our roads, there is nothing which will help our youth to earn a living. 

Madam Temporary Deputy Speaker, I expected the Minister would at least set aside a fund 
of about Kshs30 billion towards improvement of the welfare of our youth. If we do not get solutions 
for our youth, we will continue using the armed forces to fight militia groups in our forests and even 
to crack down Mungiki adherents on our streets. We shall continue using the police in the villages to 
stop our people from infringing on the forests. The solution is really with us. 

Madam Temporary Deputy Speaker, we have people occupying more than 20.000 hectares 
of Mau Forest. 1 would have expected the Minister to, at least, set aside funds, so that such people 
can only plant trees. We cannot chase them out of Mau Forest. They have nowhere else to go. We 
should allocate some money for tree planting in Mau Forest. We can pay those people to plant trees 
because that is what we need in Mau Forest. 

I want to talk about the harmonised ODM and the PNU manifesto put together in this Grand 
Coalition Government. Despite being promised that we were looking at the two manifestos, the 
Minister for Finance did not address the issues at all. We were looking forward to having seriously 
devolved funds. We were looking forward to funds going down to the common man in the village. 
However, this Budget has failed to achieve this. 

Madam Temporary Deputy Speaker, I beg to support. 
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The Assistant Minister for Regional Development Authorities (Mr. ole Metito): Thank 
you Madam Temporary Deputy Speaker, for giving me this opportunity to support this Motion. 

From the outset, I would like to take this opportunity to congratulate the Minister for 
Finance for the very able way in which he presented this Budget, being the first in the Grand 
Coalition Government. In fact, he did it so ably at a time when we are just out of the post-election 
violence. We have a slowed down economy, and everybody was expecting that taxes would go up. 
However, the Minister for Finance generally kept them at the same level. 

Madam Temporary Deputy Speaker, just two days before the Budget was presented to the 
august House, His Excellency the President unveiled Vision 2030. As many have said, the Vision 
2030 is based on three pillars, the economic, social and political pillars. One of the overriding 
objectives of Vision 2030 is to make Kenya a competitive country globally. I think the Budget that 
the Minister for Finance presented to this House on Thursday took one bold step in making this 
country competitive globally. I say so because one of the important ways of making a country 
competitive is to invest in Information Communication Technology (ICT). That sector is very 
important, if we are talking of competitiveness as a country. 

Madam Temporary Deputy Speaker, the Minister for Finance allocated Kshs0.9 billion to 
that sector. This is not enough, but it is a boost. It is a good start. I am so happy to learn of the 
establishment of a Business Processing Out-sourcing (BPO) park that is going to be used to provide 
tax incentives to investors. I am made to understand that it is going to be built at a place in Athi 
River on a one-thousand-acre piece of land, with about 5.000 seat capacity. It is going to be a park 
that we can use to access very reliable and affordable IT services. I think it is also going to make 
Kenya an ICT hub in this region. It will boost development in key sectors like finance, education 
and economic growth. It is actually going to reduce poverty in line with Vision 2030. 

Madam Temporary Deputy Speaker, the proposed BPO is very important in making our 
youth busy. I think that with the on-going national fibre optic network project, which we hope will 
be completed soon, it is going to be a very big boost to the ICT sector. Even in the ICT sector, it is 
going to increase the quality of the band width, or rate of data transfer, in communication. It is also 
going to reduce telecommunication costs. I think this park is going to position this country as an 
ICT service hub in the region. This will be very important in attracting investments. 

Madam Temporary Deputy Speaker, if we could connect all towns and cities using the fibre 
optic network, it will reduce the regional inequalities with regard to development. You heard what 
the youth representatives said during the launch of Vision 2030. They said we should stop rural- 
urban migration. Young people migrate to urban areas because of lack of jobs. So, if we inter- 
connect the rural and urban areas using the ICT it is going to promote investments even in rural 
areas. I think it is even very important that we advance our country in technology. Recently, we had 
the sale of Safaricom shares. There was a lot of money given as refunds. I, however, was surprised 
that everybody, even those who live abroad, had to come to this country to get their refunds in 
person. If we invest in ICT it will reduce the cost of coming all the way from South Africa, United 
States of America (USA) or even Mombasa to Nairobi to get a refund. 

Madam Temporary Deputy Speaker, Sir, I was happy to learn about the Kshsl37 billion that 
has been allocated to the Ministry of Education. It is an increase from Kshsl 19 billion allocated last 
year. I think it should be used to improve the quality of education. We have both free primary 
and free secondary education, but that is not enough. We must have quality free education! I am 
happy to learn that part of this money is going to be used to recruit teachers who have finished 
training, but have not been absorbed by the Teachers Service Commission (TSC). This internship 
programme for graduates is going to be very important. This money should be used for that purpose. 
Actually, it is going to assist in providing quality education. One of the reasons why we do not have 
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quality education is shortage of teachers. We have so many teachers who have finished training but 
are not employed. If we use this money to employ teachers under the internship programme, we will 
reduce the pupil-teacher ratio in class, and that will improve the quality of education. 

Madam Temporary Deputy Speaker, 75 per cent of those who get into jobs annually are all 
young people. 500,000 youths graduate from universities and colleges every year. However, we 
know that 75 per cent of them are not employed. I was happy to learn that the Minister for Finance 
zero-rated Value Added Tax (VAT) on motor cycles with an engine capacity of up to 250 cc. This 
will encourage use of motor cycles by young people and, therefore, create employment. I would, 
however, like to urge the Minister for Finance to increase the Youth Enterprise Fund, so that the 
youth can use its money to buy these motor cycles. As it is now, Kshs50,000 per group, which may 
be composed of 20 youths, is not enough. We should even look for ways of allowing individual 
youths to borrow the money, so as to use it to get into employment. 

Madam Temporary Deputy Speaker, the Kshsl million per constituency for sports is 
commendable. I want to appreciate that. It will enable us develop youth talents right from the 
grassroots. We will now have a bottom-up approach with regard to sports. I would urge the Minister 
to look for a very appropriate way of channelling the money to the constituencies. 

Madam Temporary Deputy Speaker, on the issue of infrastructure, a figure of Kshs6.5 
billion for roads is quite encouraging. But we should really emphasize on the quality and the speed 
at which our contractors are constructing our roads. I will give an example of the Nairobi-Mombasa 
Road, the section between Mlolongo to Sultan Hamud. It has really taken a lot of time! The speed is 
so slow and the Minister should look for appropriate mechanisms to supervise roads to meet 
completion dates. 

Madam Temporary Deputy Speaker, we have many roads. When we talk about 
infrastructure, it is not only the major town roads. Even the rural roads — 

With those few remarks. I beg to support. 

Dr. Khalwaie: Thank you. Madam Temporary Deputy Speaker, for giving me this 
opportunity. Before I say anything, I would like to, once again, pass my condolences to Kenyans, 
constituents, friends and family members who loved hon. Kones and hon. Laboso, who have just 
failed to attend today's session. 

Madam Temporary Deputy Speaker, as I contribute on this particular Motion, 1 wish to 
thank the Minister for only two things. The first one is that he has managed to achieve a budget 
deficit of only 5.3 per cent. The second thing is that, for the first time, the Budget has categorically 
addressed the need for us to develop sports in this country. 

Madam Temporary Deputy Speaker, for the money allocated to each constituency for sports, 
I would like to urge Members of Parliament and my colleagues to insist that the Kshsl million be 
managed by the Constituencies Development Fund (CDF) committees. That is because those are the 
only committees that have got structures that reach every corner of the constituencies. But I also 
want to tell the Minister that he should go a step further and understand that the most reliable 
sporting activity that employs the youth is soccer. If we can invest in soccer in this country, then our 
youth will be employed and our sporting talent will be exposed. The formula is very easy, even if 
some hon. Members will disagree with me. The truth is that the Minister should deliberately allocate 
a huge sum of money to Gor Mahia and AFC football clubs. The Minister should also allocate funds 
for high schools that come from areas that are known to have sporting talent. I have in mind schools 
like Kakamega, Musingu, Kisumu Boys and Kisii Boys and Mombasa high schools. Those are the 
schools that have traditionally produced the football soccer stars of this country. 

Having said that, Madam Temporary Deputy Speaker, I would like to state that during the 
period between 2003 to 2007, Kenyans were very optimistic about the economy of this country. It is 
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a pity that due to the election of 2007, that optimism was replaced by pessimism because of the 
disputed elections of 2007. 

Madam Temporary Deputy Speaker, I want to decry that when we were here as the 9th 
Parliament, we stood very strongly for the need to have minimum constitutional reforms in this 
country. But the Government refused to listen. When they refused to heed that counsel, they forgot 
that inside the package of the minimum constitutional reforms, which a few of us were pushing for, 
there were two items that were going to avert what took place at the beginning of this year; namely- 
- We had insisted that in the minimum constitutional reforms, we should professionalize the 
Electoral Commission of Kenya (ECK) and reduce the number of commissioners to only nine. The 
Government refused! We had also said that the winning presidential candidate should win 50 per 
cent of the votes cast plus one and, in the event that in the first round there was no such winner, we 
would then go for a re-run amongst the best two. The Government refused to listen and the 
consequences is what we have gone through. Lives and properties have been lost, homes have been 
destroyed, people have been displaced, people have died and the economy has sank almost to 
disarray! 

Madam Temporary Deputy Speaker, I would like to note, with sadness that, in this Budget, 
there is no provision for specific funds for making the new Constitution as promised by the 
Government. We have stood in many fora in this country, up to and including this House, where we 
have said that there is need for an Official Opposition in this country. 

Now that the country has seen very clearly that the Government has no intention of setting 
aside funds for making the new Constitution, it is a big case for the Official Opposition in this 
country to keep on reminding the Government lest they think that all Kenyans are happy with the 
status quo. 

Madam Temporary Deputy Speaker, the Minister, in his Budget, did not address the issue of 
the high cost of living. Foodstuffs are at sky rocketing levels. Petroleum products are out of reach 
not only to the ordinary citizen, but even the high and mighty of the society. The Minister, therefore, 
failed to give clear policies to remedy the problem of high prices of petroleum products and high 
cost of foodstuffs. 

With all due respect. Madam Temporary Deputy Speaker, all I saw the Minister doing was 
merely placating the poor through a disease which I wish to call "excusesitis"; a disease that only 
the Minister for Finance suffers from. It is a disease whereby whenever he was faced by a challenge 
in this particular year's Budget, he gives an excuse for a solution. Yes! The honourable Minister, 
when faced with the challenge that the cost of petroleum products is high, he resorts to the excuse: 
"Ooh! I am watching the prices rising steadily and when they reach a particular level, I am 
going to act!" That is just an excuse! 

When he is faced with the problem of the high cost of foodstuffs, the Minister dares to come 
on the Despatch Box and tell the country: "I have addressed the issue of the high cost of foodstuffs 
by lowering the price of bread". Honourable Minister, Kenyans in the mral ares do not eat bread 
because it is a luxury! Kenyans wanted you to lower the price of the 2 kilogramme pack of maize 
meal, which every Kenyan feeds on in this country! When the Minister is faced with the problem of 
poor infrastructure of our roads and rail system, he says: "Ooh! Do not worry! I have lowered the air 
transport cost!" How many Kenyans fly in this country? This is not a pro-poor Budget! The 
Minister should admit that! 

When this Minister is faced with the issue of wastage that takes place in the Government 
resulting in the high cost of living; wastage that is exemplified mainly by the Executive through the 
limousines that accompany the President, Prime Minister, the two Deputy Prime Ministers and the 
Vice-President, including helicopters, the Minister says: "No, this is not the problem! The problem 
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is because judges, the Attorney-General and Members of Parliament are paid allowances!" What a 
shame! 

The inflation in this country is not caused by the allowances that are paid to Members of 
Parliament, judges and other constitutional office holders! Inflation is caused by poor policies that 
are being pursued by the Government. What is it that this Minister has against our judges? Does he 
want our judges to be corrupt? Does he want our Members of Parliament to be corrupt because of 
being underpaid so that they can go, like in the old bad days of Moi, to line up at the State House to 
be given fuel so that they can drive their vehicles to their constituencies? This is wrong! We want 
Kenyans to know that to serve at the national level, as a Member of Parliament, it should not be 
something meant for people who are prepared to be poor. No! No! We have enough cases. We have 
the six heroes who brought Independence to this country. We have Bildad Kagia who died at 
Mbotela Estate, a slum in Eastlands, Nairobi. In fact, his bill was paid for by an Asian called De 
Souza. This is because like hon. Kimunya, the then Minister for Finance wanted Members of 
Parliament to be poor! The hon. Paul Ngei also died poor. He used to beg here. This was because 
like hon. Kimunya, the then Minister for Finance wanted Members of Parliament to be poor. The 
hon. Fred Kubai died a poor man with only one leg. This was because like hon. Kimunya — 

With those few remarks. I beg to support grudgingly! 

The Assistant Minister, Ministry of State for Provincial Administration and Internal 
Security (Mr. Ojode): Thank you very much. Madam Temporary Deputy Speaker, for recognising 
me — 

Dr. Kones: On a point of order. Madam Temporary Deputy Speaker. 

The Temporary Deputy Speaker (Prof. Kamar): What is your point order? 

QUORUM 

Dr. Kones: Madam Temporary Deputy Speaker, I think there is no quorum in the House. 

The Assistant Minister, Ministry of State for Provincial Administration and Internal 
Security ( Mr. Ojode): Aaah! What are you talking about? Who is this man? 

An hon. Member: He is a youth! 

The Assistant Minister, Ministry of State for Provincial Administration and Internal 
Security (Mr. Ojode): What youth? 

The Temporary Deputy Speaker (Prof. Kamar): Thank you hon. Members! My attention 
has been drawn to the fact that there is no quorum in the House, could the Division Bell be rung, 
please? 

(The Division Bell was rung) 

The Temporary' Deputy Speaker (Prof. Kamar): Hon. Members, 1 think we have now 
realised quorum. Please, continue, hon. Ojode! 

The Assistant Minister, Ministry of State for Provincial Administration and Internal 
Security (Mr. Ojode): Thank you, Madam Temporary Deputy Speaker. I will start by thanking the 
Minister for having presented a moderate Budget. But there are some shortfalls which were not 
considered by the Minister. One major shortfall lies on food, the maize meal. You remember that 
the Minister said that he was going to zero-rate duty, VAT and other levies or taxes on rice and 
wheat. But just as some of my colleagues have said, the biggest commodity consumed in Kenya is 
maize meal. There is no need for the Minister to come up with cosmetic changes other than go for 
permanent solutions. It is good that the Minister for Agriculture is here. As a country, we need to 
give incentives to our farmers to produce more for our consumption. That is the only solution. There 
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is no shortcut to that. Even if you zero-rated bread, wheat or whatever, we need to go for long-term 
solutions. Let us give incentives to our farmers to produce more food. That is the only solution. 

Madam Temporary Deputy Speaker, you are also aware that the rains have completely 
failed. In fact, in my area, Homa Bay District, the rains have failed completely. This means that crop 
production will be seriously affected. Currently, the high cost of fuel prices has pushed up the prices 
of essential commodities three to four times and a majority of Kenyans cannot afford most essential 
commodities today. What is it that we can do to reduce the escalating prices of fuel? Last time, 1 
was surprised, when the Minister said that there was nothing he could do about the rising prices of 
fuel. 1 think sometimes last year, we amended the Energy Act in this House. The Energy Act, 2006 
was assented to on 2nd January, 2007. We agreed that we must give the Minister some authority to 
control and determine the retail prices of petroleum products. I wish to read what we agreed which 
was enacted as a law, for the benefit of my colleagues, who were not there at the time we were 
pushing for this Act. Page 4 1 5 of the Energy Act says, among other things:- 

"The Minister will be given powers to determine the retail prices of petroleum and 

petroleum products.” 

This Clause alone, gives the Minister powers to fix maximum prices for petroleum products. 
However, to-date he has not used those powers. He wants to claim that he does not have powers to 
reduce the prices of petroleum products. That is quite misleading and dishonest. 

Madam Temporary Deputy Speaker, if you look at the tax which was waived on 
telecommunication equipment and printers, you will see that the Minister did well in waiving the 
tax. However, he did not think of waiving the toner bit. That is the most expensive item when you 
talk about a printer. In fact, when he brings the Finance Bill, we will push for an amendment so that 
toners can also be zero-rated. 

You have heard that infrastructure alone has been allocated Kshs6.5 billion. To me, that is 
not enough to construct good roads, bypasses and bridges. The Minister should also think of 
increasing that amount of money. 

Madam Temporary Deputy Speaker, let me now talk about the allocation to the Youth 
Development Fund. An amount of Kshs500 million is not enough to address their problems. Crime 
rate and insecurity has gone up in this country as a result of unemployment. It is important that the 
Minister for Finance goes back to his office and increases this allocation to the tune of Kshs2 
billion. That is when we will have something meaningful for the youth. 

To my surprise, last week, the Central Bank of Kenya (CBK), increased its main lending 
rates from 8.75 per cent to 9 per cent. Do you know what that means? That means that all the 
commercial banks will have no alternative but to increase their lending rates. That will also bring 
inflation up. 

You heard the Minister, on Thursday, when he read the Budget, saying that we are going to 
increase the initial deposit of opening a bank from Kshs250 million to Kshsl billion. If he dares 
bring that here through the Finance Bill, we will reduce it to what it used to be before. That is, 
Kshs250 million. We know the tricks the Minister wants to play. 

(Applause) 

They want to thwart other banks from operating and we are not going to agree. We know the games 
he is trying to play. There are some banks which do not want to face any competition at all. Wc are 
not going to agree to that. What was the justification of increasing it from Kshs250 million to Kshsl 
billion? Are you improving the services of the bank or what are you doing? Why can he not come 
to us and explain to us the reasons he is increasing the initial deposit from Kshs250 million to Kshsl 
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billion? He fell short of that. 

When we talk about the issue of land rates, I want to appeal to the Minister for Lands - the 
inflation rate is very high, to the tune of 35. 1 per cent as we speak, which is the highest since 1 990 - 
to reduce the rates which were purportedly increased through the recent Kenya Gazette No.35. The 
search fee alone, my colleague decided to increase it from KshslOO to Kshs3,500. This is just to 
check whether this title deed belongs to Mr. Ojode or a certain plot belongs to Madam Speaker. You 
have to pay Kshs3,500 for this. There was no justification at all. He has not explained to Kenyans 
why it was necessary for him to increase that fees. We are not going to accept anything like that 
because Kenyans are burdened and there is high inflation. 

With those few remarks, I beg to support. 

Dr. Kones: Thank you. Madam Temporary Deputy Speaker. I would like to make my 
comments on the Budget Speech. I would like to applaud the Minister for allocating resources to the 
energy sector. We know that the energy sector is the cornerstone for development in this country. 
When the Minister talked about diversification of sources of energy, I want to agree with him that 
he should diversify this. We should not only think about hydro-electric power. Wind energy is also 
another source that we need to put emphasis on. Though the Minister has allocated a paltry Kshs200 
million, I hope that in future, he will increase it so that we can generate more electricity in our 
country. There is a lot of potential in wind energy, particularly, in the area that I come from. I 
believe that the wind that is there is sufficient to generate enough electricity, not just for my 
constituency but also for the neighbouring constituencies. 

I hope the Kshs6.8 billion allocated for the Rural Electrification Programme will give us a 
leeway to implement more projects which we are allocated per year, at least from five projects to ten 
projects per year, per constituency. 

On ICT, the Minister proposed to put up what is called a "Business Process Outsourcing 
Centre" which he allocated up to Kshs900 million. I do not have a problem with this. The only 
problem is that I would have gone for micro projects rather than one project in Nairobi. I think the 
emphasis should be on how to initiate projects in the rural areas and not only in Nairobi. 

So, 1 suggest that the Kshs900 million be sub-divided equally amongst the Constituencies 
and then such business centres can be started in each of the constituencies. 

The Minister also proposed to have what he called the "Organic Budget Law." My feeling is 
that the Organic Budget Law tries to entrench the Ministry of Finance to be the only body that does 
budgeting without involving other people. I hope that the Ministry will involve the Parliamentary 
Budget Committee so that as they implement the Organic Budget Law, they also look at the Draft 
Financial Management Bill which is also in this House so that Parliament has a hand in the Budget 
making process. 

Madam Temporary Deputy Speaker, regarding the issue of technology and innovation, I 
agree that we need to encourage small scale enterprises. The Minister has made very specific 
provisions on an allocation of Kshs300 million towards Small Medium Enterprises (SMEs). My 
only fear is that the Minister forgot to mention that he also needs the SMEs in tea growing areas so 
that we can add value to our tea. Tea remains the main foreign exchange earner and if we continue 
to sell our tea in the raw form as we do, we will still continue to lose millions of shillings in terms of 
foreign exchange. I also thought that we needed maize milling processors, especially in the areas 
where Madam Speaker comes from; the North Rift areas. We have been talking about avoiding 
hunger and starvation which is looming, particularly at this time. We should have allocated some 
money to establish some millers, especially in the North Rift region. 

Madam Temporary Deputy Speaker, in science, again, I expected the Minister to allocate 
funds to research institutions, particularly, the universities to undertake research. Research is key to 
the development of any country. We should be proposing all research institutions and universities be 
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allocated substantial resources to undertake scientific research. 

Madam Temporary Deputy Speaker, as regards the youth, I support the move by the 
Minister to allow National Youth Service (NYS) recruits or graduates be employed directly to the 
armed forces. This is a very positive move and it should be supported fully. On the Youth Enterprise 
Development Fund (YEDF), the Minister has allocated it an extra Kshs500 million. I still believe 
that this amount is not enough to have a positive impact on the activities that the youth will want to 
implement in our constituencies. Again, the problem with this YEDF is that there are so many youth 
who have not had access to it. I want to propose that the YEDF be managed at the constituency 
level under the umbrella of the Constituencies Development Fund (CDF). 

Madam Temporary Deputy Speaker, there is an allocation of about Kshs465 million which 
the Minister has said will go to free tuition in technical institutions. I take this to mean that our 
youth in technical institutions will have free education. My only worry is whether this Kshs465 
million is adequate to cater for all the tertiary technical institutions that we have in the country. 
However, it is a very positive move as a start. 

Madam Temporary Deputy Speaker, the Kshsl million allocated to each constituency to 
start soccer clubs is also laudable. This a very positive move, particularly when we look at our youth 
who are so many and unemployed in the rural areas and they have nothing to engage in. I believe 
the Kshsl million will be properly utilised to ensure that our youth engage in soccer and other 
sporting activities. 

Madam Temporary Deputy Speaker, I also want to support the move by the Minister to 
zero-rate importation of motorcycles. This is not only to ease transport, but also generate 
employment for most of our youth in the rural areas. 

Madam Temporary Deputy Speaker, the Minister proposed an increase in the financial base 
of mortgage banks from Kshs250 million to Kshsl billion. In my view, this is not a very bright idea. 
It will lock out the small and emerging banks. It will only encourage big banks to [Dr. 
Kones] 

monopolise this sector. I would not want to support this move because we want to encourage each 
and every Kenyan to engage in this kind of business. So, by the Minister raising the capital base to 
Kshsl billion. I think we are locking out very many other potential small-scale investors locally. 

Madam Temporary Deputy Speaker, generally, the Minister has captured fairly well most of 
the issues in the Budget which concern Kenyans, particularly the youth. 

With those few remarks, I beg to support. 

The Assistant Minister for Education (Prof. Olweny): Thank you, Madam Temporary 
Deputy Speaker, for the opportunity you have given me to support the Speech by the Minister for 
Finance. He made it a little easy for those who undertake international travels. However, I do not 
know how much impact that move will have on the common wananchi who are grappling with the 
high costs of fuel and food. I think that is a little bit misplaced. 

Madam Temporary Deputy Speaker, our roads are really having a major negative impact on 
our economy. They are shattered. The vehicles we drive on them get worn out immediately we buy 
them. Anybody who uses our roads; be they producers or transporters, knows that they are 
impacting negatively on our economy. 

Madam Temporary Deputy Speaker, I am pleased by the fact that the Minister set aside 
some money to do the Mau Summit-Kericho-Kisumu Road. It will make travelling a little easier for 
me. However, I want to bring to the attention of the Minister for Finance and whoever will be the 
Minister for Roads - It is unfortunate that we lost such a good Minister in the name of hon. Kones - 
that the engineers should get technical advice and recommendations for certain parts of the country. 
The section of the Kisumu-Awasi Road has black cotton soil. They should maintain that stretch of 
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road in a different manner from the way they do it in other parts of the country with better soils and 
basement for the roads. So, that needs to be done. 1 do not think our engineers have paid attention to 
that. 

Madam Temporary Deputy Speaker, our contractors comprise one of the factors which have 
made our infrastructure to be that poor because they do not do good work. They do shoddy jobs. It 
is only unfortunate that we lost hon. Kones last week. He was going to address that issue properly. 
We hope that the next Minister who will take his place will address that issue properly. Even those 
contractors who were blacklisted sometimes ago are back doing business with the Government. I 
am sure, some of our engineers, are party to this shoddy work done by the contractors. 

Madam Temporary Deputy Speaker, the Minister talked of and set aside some money for 
the diversification of energy sources. We know very well that across the world, our country 
included, that the price of petroleum products have skyrocketed. It has made life so expensive and 
difficult for everybody in this country and the rest of the world. The Minister set aside Kshs4 billion 
for generation of geothermal electricity and also Kshs300 million to take care of solar energy. 
However, I am very unhappy because the Minister seem not to care much about bio-fuel from 
biomass and other sources. There are certain plants which are already being used in some countries 
for bio-fuel production. In this country, we have so much bagasse and the Minister has always 
disregarded that. 

Bagasse from the sugar industry could be used to generate electricity, which could be 
bought by the Kenya Power and Lighting Company (KPLC). The tariff that the power company has 
for Mumias Sugar Company, which is already co-gencrating electricity, is so much discouraging. 
That is one thing which the Minister for Finance has never cared about. We stand to get at least 70 
megawatts from the sugar industry, if money is set aside for co-generation. Quite a good number of 
the sugar millers in this country belong to the Government. They are parastatals. Why can the 
Minister not set aside some money for co-generation? That could even involve saw dust from the 
timber industry, or the by-products in the coffee industry. It is unfortunate that the Minister for 
Finance does not care about that. 

Madam Temporary Deputy Speaker, there is a lot of Excise Duty on alcohol produced by an 
agro-chemical company in my constituency and also the molasses complex in Kisumu. If the 
alcohol produced by those factories was used to blend with petrol, we would get fuel for our 
vehicles more cheaply. It has been done in this country. Why does the country not take that up 
again. Why does it ignore it? Money should have been set aside for that, so that ethanol produced by 
the two factories is blended with petrol to get cheaper gasohol for our vehicles. It is something that 
has been done before. So, we already have some experience with it. 

The Minister tried to make food affordable for Kenyans. Kenya is going through a serious 
crisis of food insecurity. There were problems of post-election violence and less rain in this year, 
which have interfered with food production. There is also the problem of the cost of fuel, which is 
also interfering with food production. It has made the cost of fertilizers and other farm inputs go up. 
While zero-rating Value Added Tax (VAT) on food items, why did the Minister not consider sugar 
as food? Does he think that sugar is a drug? Why has he never zero-rated tax on sugar? Year in, year 
out, we have been asking the Minister for Finance to consider zero-rating VAT on sugar. He docs it 
on other food products. That is okay. Sugar is an essential commodity for every living organism. It 
is in plants and all animals, human beings included. It is time the Minister considered zero-rating 
VAT on sugar. I do not understand the problem between him and the sugar industry. 

Madam Temporary Deputy Speaker, the Minister made efforts by improving the capacity of 
the Ministry of Agriculture, although the money that he set aside for improving the extension 
services is not enough. This has been the weakest point of the Ministry of Agriculture. The 
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extension services do not have enough staff and the few that are there do not have transport. There 
are all kinds of problems. So, the farmers do not get extension services, and so there is inadequate 
production of food. 

With those few remarks, I beg to support. 

Mr. Mureithi: Madam Temporary Deputy Speaker, thank you for giving me this 
opportunity to address myself to this very important Financial Statement that was given by the 
Minister. First, 1 want to thank him because it was the first Budget Statement during the Grand 
Coalition Government. I must commend him for the way he navigated through that Budget. It was a 
very difficult period, considering that we had the post-election violence, and that put a lot of strain 
on our Budget. Energy, food prices and inflation have gone up. So, we must commend him for 
succeeding in doing what he did. 

Madam Temporary Deputy Speaker, I have a few issues that I would like to raise. One of 
them is the aspect of dams. Most of you who may have travelled south, either to Zimbabwe, South 
Africa or Angola, you will have seen that those countries fall under the Kalahari Desert. They have 
sustained themselves through a chain of dams. They have utilised that water for human 
consumption, irrigation and for their animals. The aspect of having dams in this country - I am 
talking in terms of creation of new dams or cleaning old dams - would be a grand idea. Flowever, 
the Minister did not indicate whether he gave any allocation for machinery. When we have dams, 
then we need to have some machinery like that which used to exist in the Ministry of Agriculture, 
which was for the construction and cleaning of dams; it should be stationed in various regions, so 
that it can clean the old dams and also create new dams. So, I would imagine that in the course of 
our work here, we will request the Minister to allocate more money, so that earth-moving equipment 
is either repaired, because almost all of it is in disrepair, or new equipment is bought. In this way, 
dams will be created to alleviate the poverty in the rural areas and create more jobs. Madam 
Temporary Deputy Speaker, regarding our road network, I was happy when he talked of labour- 
intensive road construction. We need to involve our girls and boys in the rural areas in gainful 
employment, and road construction is one of the best areas in which to engage the youth. Most of 
you, who have been to India, know that for this country to alleviate the poverty of the very poor, it 
decided to use their labour in the construction of major roads. That would be one way of reducing 
the poverty which exists in our country, particularly for the rural and the urban youth who are poor. 

Madam Temporary Deputy Speaker, I want to speak about two Funds. These arc the Youth 
Enterprise Fund and the Women Enterprise Fund. I come from 01 Kalou and I would like to inform 
you that those Funds are not benefiting our youth and women in the rural areas. The fact that 
Kshs500 million was added to the Youth Enterprise Fund, and the fact that those funds go through 
banks — Let me tell you that any funds that go through the banking system are very difficult to be 
accessed by the poor. For us to deal with this issue, some mechanism must be created, so that these 
funds do not go through banks. They should be like the Constituencies Development Fund (CDF), 
so that hon. Members have a way of looking at their youth's needs and demands, and be able to deal 
with the poverty that we are have in the rural areas. I am yet to meet any hon. Member whose youth 
and women have benefited from those funds. They continue saying that there is so much remaining- 
— By the end of June, Kshs700 million will be in the books. We have been added Kshs500 million 
to bring the total to Kshsl.2 billion. By next year June, we will be saying that the youth are not 
coming up with projects on which to use that money, without appreciating that, that money has been 
channelled to them through the banking system. It is high time we came up with ideas that will 
unlock the talents in the rural areas; by finding a vehicle through which those two funds will be 
relocated to prevent our youth from having problems. 

I was happy to note that the Minister set aside Kshs700 million to resettle the Internally 





June 17, 2008 



PARLIAMENTARY DEBATES 



1195 



Displaced Persons (IDPs). But considering that the Government needs Kshs30 billion for the 
process, Kshs700 million is a drop in the ocean. I would have loved to see a large amount - like 
Kshs3 billion - set aside for that purpose. That would make a token 10 per cent of what our donors 
would have given us. I think the idea was good but the amount is too little. 

Madam Temporary Deputy Speaker, the Minister addressed the issue of rural electrification. 
There is one asset that God gave us in large quantities; that is, sunshine. We have not had any 
amount of investment being put into solar energy. One company called Bila Shaka invested in solar 
energy and now, it is not using hydro-based electricity. We should look at ways of tapping solar 
energy in North Eastern Province and other dry areas of this country, so that we can actually fulfil 
our energy requirements. That way, we will be able to save. 

But, nevertheless, the Minister has not addressed himself to the money collected - the 10 per 
cent - by Kenya Power and Lighting Company (KPLC). Many people in the rural areas have 
contributed 10 per cent towards rural electrification. That amounts to billions. At one time, the 
Minister for Energy, hon. Murungi, said that it amounted to Kshs5 billion. 1 think we should look at 
ways of compensating those people who paid their money long time ago and yet, they have no 
electricity. 

Madam Temporary Deputy Speaker, alternatively, we should connect them with electricity 
at the quotation they received. They should, in fact, be paid more because that money has been held 
by the KPLC for a long time and it has accrued interest. 

1 would like to talk about agriculture, which is dear to me. Very little money was allocated 
to agriculture and yet, it is the mainstay of this nation. There is no way we are going to stimulate 
development in this nation, unless agriculture is given priority the way we have done to education, 
defence and roads. Without injecting enough money into agriculture - and not necessary marketing - 
but the productive element — 

That is why the western world has continued to subsidise their agricultural sector up to 
today. Despite pushing for the unlocking of subsidies in the productive sector under the World 
Trade Organization (WTO) and United Nations, they have refused. So, the Kenya Government must 
re-look at other ways of improving our agriculture sector, which is the biggest employer in this 
nation. Therefore, we should allocate enough money to that sector. 

Madam Temporary Deputy Speaker, I was very disappointed to see that the Ministry of 
Agriculture did not get the money that I expected it to get. We should not only produce, but also add 
value at the farm level. Right now, we sell all our produce at wholesale level. We need to add value 
at the farm level. Look at the way people, even in my own constituency, are being exploited in 
potato farming. One bag of potatoes costs Kshs2.000 here. But traders come there and tell my 
people: "Forget about this law of 1 10 kilogrammes. We want 200 kilogrammes." Along the way, 
they remove the potatoes and pack them in two bags. Let us look at some of those issues as the 
Ministry of Agriculture, so that farmers do not have to sell those potatoes in wholesale. They need 
to sell them as crisps and starch. In addition, the most toxic beer in the world - if you go to 
Denmark and Russia - is made from potatoes. So, we have quite a lot of by-products that can come 
from potatoes. So, we need to inject a lot of money into agriculture. If we do not do that, we shall 
only talk about industrialisation, but we will not go very far. A nation that does not address itself to 
its natural resource like agriculture does not go very far. 

Madam Temporary Deputy Speaker, the Constituencies Development Fund (CDF) was a 
good idea. It has built so many dispensaries. But, unfortunately, there is no recurrent expenditure in 
CDF. As a result, we cannot hire nurses or buy medicine. We should not start creating "white 
elephants" in terms of infrastructure that is lying idle because we do not have personnel, medicine 
and beds. That becomes a very sorry situation because the Government and this august House meant 
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well by setting aside 2.5 per cent of the total Budget, amounting to KshslO.l billion, to CDF. We 
should look at the workability of the completed institutions. 

In addition to that, let us also address the problems in our schools. There are very many 
schools in my constituency that are built using mud. We have some students who even study under 
trees. 

Madam Temporary Deputy Speaker, with those few remarks, I beg to support. 

QUORUM 

Mr. Gunda: On a point of order. Madam Temporary Deputy Speaker. We do not have a 
quorum. 

The Temporary' Deputy Speaker (Prof. Kamar): Hon. Members, once again, the attention 
of the Chair has been drawn to [The Temporary Deputy Speaker] 
the fact that there is no quorum in the House. Ring the Division Bell. 

(The Division Bell was rung) 

[The Temporary Deputy Speaker 
(Prof. Kamar) left the Chair] 

[The Temporary Deputy Speaker 
(Prof. Kaloki) took the Chair] 

ADJOURNMENT 

The Temporary Deputy Speaker (Prof. Kaloki): Hon. Members, due to lack of Quorum, 
this House is adjourned until tomorrow Wednesday, 1 8th June, 2008 at 9.00 a.m. 



The House rose at 5.50 p.m. 





